Practicing CPA, vol. 28 no. 1, January 2004 by American Institute of Certified Public Accountants (AICPA)
University of Mississippi 
eGrove 
Newsletters American Institute of Certified Public Accountants (AICPA) Historical Collection 
1-2004 
Practicing CPA, vol. 28 no. 1, January 2004 
American Institute of Certified Public Accountants (AICPA) 
Follow this and additional works at: https://egrove.olemiss.edu/aicpa_news 
 Part of the Accounting Commons, and the Taxation Commons 
The Newsletter of the AICPA Alliance for CPA Firms
January 2004
Sarbanes-Oxley, Section 404 
Compliance: A Structured, 
Comprehensive Approach
Here’s an approach that manage­
ment can follow to evaluate and 
report on the company’s internal con­
trols in compliance with Section 404 
of the Sarbanes-Oxley Act. It’s the sec­
ond in a series of articles that have 
been or will be published in various 
AICPA media.
By Michael Ramos
relating to understanding and evaluating financial reporting 
processes and controls to see whether some of this work can 
be used in support of its SOX 404 compliance effort.
Many of the decisions that management makes about 
the performance and documentation of its assessment 
process will affect the audit engagement and its cost. 
Choices made by management that do not meet the needs 
or expectations of the auditors can significantly increase the 
costs of compliance, so it is vital that management work 
closely with the external auditors at each phase of the assess­
ment process to ensure that the work per­
formed by the company contributes to an
I
n this article, we lay out a road map—a struc­
tured, comprehensive approach—which provides 
a first step toward alleviating some of the uncer­
tainty about how to proceed in working with 
company management to evaluate and report on their 
internal controls in compliance with Section 404 of the 
Sarbanes-Oxley Act (SOX 404).
Building on what you already have
As with most large projects, it helps to break down the 
assessment of internal control into several smaller, more 
manageable tasks. The following tasks should be performed 
in order to assess internal control:
1. Identify significant control objectives.
2. Document each significant control.
3. Test and evaluate the controls.
4. Prepare the report.
With each of these steps, it is important to avoid rein­
venting the wheel. For example, some documentation of 
controls already exists. At many companies, internal audi­
tors have tested and evaluated controls in certain areas. 
Management should consider all of the company’s efforts
effective and efficient audit.
Planning
Because of the scope and complexity of the SOX 404 com­
pliance effort, as well as the uncertainty over what, exactly, 
is needed to comply, the internal control assessment process 
must be planned properly. The following key issues should 
be addressed early in the process:
• The project team. An effective project team will include 
people from a wide variety of disciplines, including 
information technology, operations, financial reporting, 
and auditing. Management may need to engage third 
parties to provide the required expertise and other 
resources necessary to document and test controls. In 
addition to forming the team, the CEO and CFO should 
determine how they will be involved and provide the 
oversight necessary to ultimately take responsibility for 
the conclusions on internal control effectiveness.
• Project scope. Management must determine which con­
trols, business processes, and locations will be included 
within the scope of its documentation and assessment 
process. Some controls are more significant than others.
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Management does not have to include all controls within the 
scope of its project.
To determine which controls are significant, management 
should follow the guidance provided in the auditing literature. 
The reason is that the external auditors will be the final arbiters of 
the adequacy of management’s assessment process, and their judg­
ments will need to conform with professional standards. These 
standards provide extensive guidance on how to determine relative 
significance of internal controls and what should be included 
within the scope of management’s assessment. (A later article in 
this series will provide more detailed guidance on the require­
ments of the new standards once they are released in final form.)
Documentation
The adequate documentation of significant controls is a prerequi­
site for their testing and evaluation. The most significant docu­
mentation issues facing companies include the form and content of 
the required documentation and the logistics of accumulating, 
maintaining, and reviewing the documentation.
Companies have a great deal of flexibility in choosing how 
internal control will be documented. Flowcharts, narrative 
descriptions, user manuals, and other documents all can provide a 
record of the company’s control policies and procedures. Adequate 
control documentation should include:
• A link between the control objective and the control policy or 
procedure
• A description of the control policy or procedure that achieves 
the control objective
• Information about how transactions are initiated, recorded, 
processed, and reported, and the flow of transactions to iden­
tify where errors could occur
• A description of how the control procedure is to be applied, 
who is responsible for performing the procedure, and how fre­
quently the procedure is performed
Regarding the logistics of accumulating and maintaining the 
company’s documentation, most entities will need to acquire and 
implement a computerized, automated solution—the sheer vol­
ume and variety of the documentation demand it. Dozens of soft­
ware providers now have products available to help companies 
comply. (A subsequent article to be published in the Journal of 
Accountancy will provide details on some of these products.)
As management reviews and evaluates their options, they will 
need to separate marketing hype from reality. Remember that a 
software tool is just that—a tool. Installing a tool purported to 
provide automated Sarbanes-Oxley compliance does not guarantee 
compliance any more than installing new accounting software
Automated SOX 404 
Documentation
What is the average cost of an automated SOX 404 
documentation tool? Which of the tools that you've seen 
do you think is the best? We are considering delaying our 
company's decision to purchase one of these tools. Is this 
advisable? We are not a large company.
Answer. I have reviewed several software packages, 
the most recent of which was priced at $50,(XX) plus 
$1,200 per user (that is, 10 users = $62,000). The problem 
was the manufacturer was more interested in pursuing 
user groups that had 50 seats and up, so it will be inter­
esting to see whether the pricing model will hold for the 
smaller companies. This pricing scheme and marketing 
approach is consistent with other products I've seen.
I think you are wise to wait this out a little assuming 
you can keep your project moving forward and not jeop­
ardize its ultimate success by waiting. I would like to see 
what other companies' experience has been, and I still 
hope that some providers will develop less pricey 
solutions for the small to medium-sized company.
As far as choosing a tool, all I've done is review a bunch 
of demos, but I haven't worked with one in practice. It's 
hard to tell from a demo. However, I've developed a 
preference for tools that are closely tied to COSO and the 
financial statement reporting process (for example, asser­
tions). I also look for providers that seem to have a good 
understanding of and appreciation for COSO and the audit 
requirements. Other features I like are the ability to view 
the collection of controls from many different perspectives 
(for example, all controls related to accounts receivable) 
and the ability to track what controls have been tested and 
other project administration features.
One feature that I am not at all impressed with is one 
that purports to conclude for management on whether 
controls are effective. Usually, the tool will color code 
this—red means it's not working, green is good. At best, 
this is an oversimplification of the internal control assess­
ment process; at worst, it is dangerous.
Have a question about SOX 404? Address it to 
michaeljramos@mac.com. Because of the large volume 
of submissions, Mr. Ramos is unable to provide personal 
responses or to answer all questions at this time.
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guarantees the preparation of financial statements in accordance 
with generally accepted accounting principles (GAAP).
Testing and evaluation
Compliance with Sarbanes-Oxley Section 404 does not end with 
the documentation of significant controls. In order to support its 
conclusion about the effectiveness of the company’s internal 
control, management must test those controls and document 
the results.
The testing and evaluation of internal control will pose many 
difficult implementation issues; among them are the following:
• Testing the control environment. The control environment sets the 
tone of the entity. It influences the control consciousness of the 
people within the organization and is the foundation for all 
other components of internal control. It includes elements 
such as the integrity and ethical values of management, their 
operating philosophy and their commitment to organizational 
competence. As such, it is predominately subjective, which 
will make it difficult to test and evaluate (A subsequent article 
in this series will provide some ideas on how to do this).
• Nature and extent of tests. Management can perform a variety of 
tests of the operating effectiveness of internal control, for 
example, inquiries, walkthroughs, observation, or reperfor­
mance. Management must choose the tests (or, more likely, the 
combination of several types) that will lead to the most 
reliable evidence. They also will need to determine how many 
of the tests to perform, for example, how many bank reconcili­
ations to test to draw a conclusion about the control. There is 
little guidance in this area, and management will have to rely 
on professional judgment, perhaps in consultation with its 
external auditors.
• Timing and updating of tests. Management’s report on internal 
control includes a conclusion about effectiveness “as of’ 
year-end. As a practical matter, many of the tests will be 
performed in advance of year-end, so management must 
determine how to update those interim tests to allow the 
company to conclude that the controls continue to be effective 
weeks or months later.
Reporting
Once management has concluded its testing and drawn a 
conclusion about internal control, it must prepare its report. The 
SEC rules do not provide definitive report language for these 
annual reports on internal control, so management will have to 
craft their own, most likely with the input of their Securities and 
Exchange Commission counsel and external auditors. Here’s a tip: 
Some companies have included internal control reports in their 
annual report to shareholders, based on guidance provided in 
the Committee of Sponsoring Organizations of the 
Treadway Commission, the National Commission of Fraudulent 
Reporting, sponsored jointly by the AICPA, the American 
Accounting Association, Financial Executives Institute, Institute 
of Internal Auditors, and Institute of Management Accountants 
sample language.
Some last words
Some other items worth noting are the following:
• Definition of material weaknesses. Management’s report must 
disclose all material weaknesses in internal control. The Public 
Company Accounting Oversight Board’s (PCAOB’s) proposed 
auditing standard would change the definition of material 
weakness. Assuming that the final standard is the same as pro­
posed, the result would be that more deficiencies would be 
reported than previously.
• Correction of deficiencies. Remember that management reports on 
internal control as it exists at year-end. What happens if man­
agement finds a control deficiency during the year and corrects 
it? Can it conclude that internal control is effective at year- 
end? The answer is, Maybe, depending on the type of defi­
ciency, the effectiveness of the correction, and whether the 
corrected condition was in place for a long enough period to 
draw a reliable conclusion.
Draw a road map
Sometimes the hardest part of a complex task is knowing where to 
start. The road map described here will help you structure your 
internal control assessment process and perhaps alleviate some of 
the uncertainty currently faced by many management teams. 
Michael Ramos is the author of How to Comply with Sarbanes-Oxley 
Section 404: Assessing the Effectiveness of Internal Control, to be 
published by John Wiley & Sons in January 2004. This article is the sec­
ond in a series he will be writing for the AICPA on Sarbanes-Oxley 
Section 404. Future articles will be published in the Journal of 
Accountancy, beginning in March 2004.
Practice Alert Issued
T
he Professional Issues Task Force has issued Practice 
Alert 2003-3, Acceptance and Continuance of Clients and 
Engagements, to provide practitioners and their firms 
with guidance regarding the establishment of policies 
and procedures for deciding whether to accept or continue a client 
relationship and whether to perform a specific engagement for 
that client. The Alert provides guidance with respect to the 
following elements of an effective client acceptance program: 
• Availability of competent personnel to perform the engagement 
• Communication with predecessor accountants or auditors 
• Assessment of management’s commitment to the appropriate 
application of generally accepted accounting principles
• Assessment of management’s commitment to implementing 
and maintaining effective internal control
• Assessment of the entity’s financial viability
• Independence and objectivity
• Inquiry of third parties
• Background investigations
• Other considerations
The Professional Issues Task Force encourages AICPA member 
firms to incorporate the guidance contained in the alert as soon as 
practicable. The Alert is currently available on the AICPA’s Web 
site at http: www.aicpa.org/download/secps/pralert_03_03.pdf
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Before writing a press release, a firm first should make sure 
that the subject is newsworthy. Editors aren’t likely to be swayed 
by marketing pitches. If a press release is written like an adver­
tisement, it will end up in the trash can, and the firm will lose 
credibility in the eyes of reporters and publications.
A few good reasons for distributing a press release include:
• Announcing a merger with or acquisition of another account­
 ing firm
• Announcing events, such as anniversary celebrations at signif­
icant milestones, charitable events, and fundraising activities
• Forming a strategic alliance with a firm that provides nontra­
ditional services; for example, human resource, information 
technology, or financial staffing firms
• Opening a new office or moving to another location
• Receiving awards or special honors
• Promotions to supervisory positions or a member making 
partner
• Releasing findings of an industry survey in a particular niche 
that you serve
• Offering practical guidance to potential clients
Targeting the right market
Every CPA firm invests considerable time, money, and effort in 
personnel, products, and services. This investment dictates that it 
achieves optimal coverage for each press release announcement. 
The message should be targeted to both horizontal markets (pub­
lications that reach a broad audience) and vertical markets (publi­
cations that serve a particular industry or service niche). You can 
find relevant publications at the local library or through online 
research. A database of media contacts should be compiled and 
maintained on a regular basis. When sending out a release, target 
the appropriate editor. If you are unsure, call and ask.
Putting it together
A press release should follow the following basic formatting 
guidelines:
• Write “For immediate release” at the top; see the sample on 
page 5.
• Next, list one or two contact persons with phone numbers and 
email addresses in case the editor or reporter has a question.
• Write an attention-grabbing headline to attract the reader into 
the substance of the release.
• Start the body of the release with the city you are located 
in and the date of the release. If you are sending the 
announcement ahead of the official release of the news, indi­
cate the date the story can be released; for example, 
“To be released January 1.”
• Start off a release with a strong lead that includes the 5 W’s 
(who, what, when, where, and why) in the opening paragraph. 
Sometimes how is also relevant. Remember, editors read thou­
sands of press releases and need to be able to evaluate your 
press release for newsworthiness in the first few paragraphs.
• Press releases should be typewritten and double-spaced using 
one side of a sheet of paper. If the story is more than one page, 
include “-more-” at the bottom of the first page and “-add 
one-” on the top right hand corner of the second page. A press 
release should be no more than two pages and should end with 
“-30-” or “###”, signaling the end of the release.
A mix of media
With technology changing rapidly, press releases can be issued 
more ways than the traditional postal mail method. Press releases 
also can be sent by broadcast fax, email, and newswire, for exam­
ple. When emailing a press release, copy the release into the body 
of the email. If a reporter cannot open a release as an attachment, 
he or she will more than likely delete the email.
When the press release does make it into publication, call or 
write to thank the editor or reporter who published it. A thank 
you goes a long way toward building good relationships, given 
how often these professionals are faced with complaints.
Make the most out of the published press release. Ask for 
reprints of articles to use in promotions or to show to clients. 
Send reprints to people you are hoping to influence. Publish news 
articles on the firm’s Web site, but be sure to ask permission from 
the publication first.
Of course, an accounting firm can hire a public relations firm 
to perform many if not all aspects of public relations from writing 
the release to sending it to reporters. However, most small firms 
do just as well and save a good amount of money by thinking like 
reporters and writing and distributing releases on news that they 
would personally like to read themselves.
Lisa A. Rozycki is the Marketing Manager for Reinsel & Company 
LLP, a regional CPA firm located in southeastern PA. She has more 
than 20 years of experience in marketing, advertising, public relations, 
and sales and has written articles on marketing topics for local, 
regional, and national publications. Lisa can be reached at 1-610- 
376-1595, extension 130 or by e-mail at lrozycki@reinsel.com.
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A Tool for Building 
Firm Recognition 
and Credibility
Well-written press releases can help a firm estab­
lish its place in its market. Here are some tips on 
when and how to use press releases to publicize 
your firm’s accomplishments and capabilities.
T
he press release is the most frequently used public 
relations vehicle, communicating news to the pub­
lic through trade journals, magazines, newsletters, 
Internet media and databases, associations and 
news wire broadcasts, when appropriate. For a small accounting 
firm with a limited marketing budget, a well-written press 
release can be an effective wav to get its name in front of hun­
dreds of potential clients. It can also build cred­
ibility for a firm in the industries it serves and 
the local business community.
By Lisa A. Rozycki
SAMPLE Press Release
FOR IMMEDIATE RELEASE
For more information contact:
Lisa A. Rozycki
Marketing Manager
Reinsel & Company LLP
Phone: (610) 376-1595, x130
E-mail: lrozycki@reinsel.com
LEADING CPA FIRM BREAKS GROUND FOR NEW OFFICE
WYOMISSING, PA, December 8, 2003 - A well-respected CPA and consulting firm, 
Reinsel & Company LLP, based in Wyomissing, PA, ceremonially broke ground 
today for their new headquarters, a two-story office facility in the Corporate Campus 
at Spring Ridge, 1330 Broadcasting Road, Wyomissing, PA.
The new facility, scheduled for completion in the fall of 2004, will mark the first 
move of the firm's personnel from its main headquarters in 25 years. The firm's 
current headquarters, located at 1015 Penn Avenue in Wyomissing, has been 
home to Reinsel & Company LLP since its inception in 1979. The firm has grown 
from 9 employees to 100 today including its subsidiaries.
The scope of work consists of the design and construction of a two (2) story, 
fully handicapped accessible office building totaling 32,000 gross square feet. The 
project developer is Carlino Development Group, Wyomissing, PA and the architect 
is Architectural Concepts LLP, Exton, PA. The interior fit-up includes office space for 
125 people, 8 conference rooms, a boardroom, a dividable training room that will 




The move will allow the firm to continue to grow. Currently, it occupies 20,000 square 
feet of office space. It will also enable the firm and its subsidiaries, Creative Financial 
Staffing, Sterling Financial Advisors, LLC and Domain Technology Group, Inc. to all 
be housed under one roof. Currently, Domain Technology Group, Inc. occupies an 
office at 867 Berkshire Boulevard in Wyomissing.
“As Berks County and surrounding areas continue to thrive, so will Reinsel & 
Company LLP,” said Thomas A. Beaver, CPA, Managing Partner. “We are pleased to 
finally and officially celebrate the work on the physical structure, after long months 
of planning.”
Reinsel & Company was established in 1979 as Reinsel, Pacific, Langdon, 
Houck & Beaver. The firm changed its name to Reinsel & Company LLP in 1983.
###
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As we kick off a new year 
of opportunities and 
challenges, it seems like 
the right time to look
back on PCPS’s accomplishments in 
2003 and think ahead to what we 
hope to achieve for local and regional 
firms in 2004.
2003: The Year In 
Review
P
CPS continued to advocate 
for local and regional firms 
during this time of changing 
standards. Simultaneously, 
we created several resources and tools 
geared specifically toward the small 
firm practitioner.
Clearly, an important aspect of 
adding value for members is communi­
cating our work and these resources to 
the PCPS community. That’s why this 
year we launched a monthly email 
newsletter to all member firms, called 
the PCPS Brief. The Brief synthesizes 
information, news and resources around 
a particular issue or concern and offers 
actionable ideas that can be imple­
mented in firm practices. For past 
issues, visit www.pcps.org and click on 
“Member Resources”, then “News”, 
then “PCPS Briefs.” We also continued 
to update the PCPS Web site to give 
members convenient access to all of the 
resources and information that PCPS 
has to offer.
Here are highlights of the many 
benefits PCPS offered during 2003:
Advocacy
• Sarbanes-Oxley response: To 
help small firm practitioners get 
their arms around the different 
facets of emerging legislation, the 
February 2003 issue of The 
Practicing CPA featured summaries 
of the main presentations from the 
November 2002 MAP Forum on 
Sarbanes-Oxley. In addition, two 
former PCPS Executive Committee 
members, Bill Balhoff and Neal 
Harte, are participating on the 
AICPA Special Committee on State 
Regulation (the Kathy Eddy 
Committee) that is addressing 
issues related to effects of Sarbanes- 
Oxley cascading to the state level. 
Finally, PCPS continues to work 
with the AICPA on responses to 
Sarbanes-Oxley, to monitor the 
impact legislation is having on our 
firms and our clients, as well as to 
identify practice opportunities that 
arise, including Section 404 com­
pliance work.
• Technical Issues Committee (TIC): 
During recent congressional testi­
mony, Financial Accounting 
Standards Board (FASB) Chair 
Robert Herz stated that FASB relies 
on TIC to report small businesses’ 
concerns about proposed accounting 
standards. Herz mentioned TIC 
twice in describing to the 
Subcommittee on Securities 
and Investment of the Senate 
Committee on Banking, Housing 
and Urban Affairs how the FASB 
gains information on issues of 
importance to small businesses. 
Issues TIC has addressed this 
year include:
— FASB/IASB proposals to change the 
classification of debt for a post-balance 
sheet refinancing of short-term debt 
(SFAS 6) and of obligations that are 
callable by the creditor (SFAS 78): TIC 
has conducted a survey of lenders to 
gauge their preferences for change 
on these two issues. The FASB plans 
to issue an exposure draft that 
would require current liability clas­
sification for each of the above situa­
tions so as to converge with an 
outstanding IASB proposal regard­
ing the same issues. TIC’s survey 
results will be sent to the FASB 
before year-end.
— FIN 46, Consolidation of Variable 
Interest Entities: TIC has been work­
ing with the FASB to seek imple­
mentation guidance for this 
complex standard, to exempt 
single-owner, commonly controlled 
entities from the scope of the 
standard and to extend its effective 
date to allow additional time for 
nonpublic entities to implement 
its provisions.
— SFAS 150, Accounting for 
Certain Financial Instruments with 
Characteristics of Both Liabilities and 
Equity: TIC has been addressing 
this issue since 2000, lobbying tire­
lessly against classifying mandato­
rily redeemable shares in stock 
buyback agreements as liabilities. 
From the beginning, TIC has told 
the FASB that 150 is a flawed pro­
nouncement, and has worked hard 
to lessen its impact on our client 
base. TIC successfully secured a 
deferred effective date in the origi­
nal standard for mandatorily 
redeemable financial instruments of 
nonpublic companies. TIC and oth­
ers continued to lobby for addi­
tional relief from the provisions of 
the standard. On November 7, the 
FASB issued FASB Staff Position 
150-3, which in part granted an 
indefinite deferral for many manda­
torily redeemable instruments of 
nonpublic entities.
— Exposure Draft for revised Peer Review 
Standards: PCPS and TIC provided 
extensive feedback to the AICPA on 
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this document, most of which was 
adopted in the final version.
Valuable Products 
and Services
PCPS has presented a broad 
spectrum of valuable tools 
and programs for PCPS 
members throughout 2003:
• PCPS/TSCPA National MAP Survey: 
This marked the second year that 
PCPS and the Texas Society of CPAs 
(TSCPA) joined together to conduct 
the National Management of an 
Accounting Practice (MAP) Survey 
among accounting firms throughout 
the United States. A record-break­
ing 3,300+ firms responded to the 
survey, making this the most com­
prehensive body of benchmarking 
data available to local and regional 
accounting firms today. All PCPS 
members are entitled to a free survey 
report, one of the most valuable tools 
that firms have to help improve 
business performance through prac­
tice management. Visit 
WWW.pCps.org and click on the 
“PCPS/TSCPA National MAP 
Survey” logo on the left side of the 
screen. Firms that are not PCPS 
members may purchase the report 
for $300 with a $100 discount to 
participants and a $100 discount for 
AICPA members.
• MAP Network Groups: In 2003, 
PCPS expanded the popular MAP 
Network Group program to include 
groups for small, medium, and large 
firms. To learn more about the 
groups, visit  and 
click on “Committee Central” and 
then “Network Groups” in the top 
www.pcps.org
bar; to see when meetings are, 
visit the PCPS Calendar at 
www.pcps.org.
• Not-for-Profit Resources: PCPS 
has developed materials that mem­
ber firms can use to brief their Not- 
for-Profit clients and prospects on 
governance issues. To access the 
materials, visit org, click 
on “Member Resources” and 
then click on the “Not-for-Profit 
Resources” logo on the left side.
www.pcps.
• Educating Clients About Fraud: 
PCPS developed a marketing 
brochure that firms can use to 
alert their clients to the availability 
of fraud assessments. For a copy, 
visit  and click on 
“Member Resources.” The brochure 
appears on the right.
www.pcps.org
• Understanding the New Tax Law: 
PCPS teamed up with the AICPA 
Tax Section to create a PowerPoint 
presentation outlining some of the 
pitfalls in the new tax law and some 
planning opportunities for practition­
ers to focus on. PCPS members can 
use this presentation to advise clients. 
Visit  and click on 
“2003 tax act” under “Hot News” to 
view the presentation.
www.pcps.org
• Audit and Compilation & Review 
Information: This year PCPS is 
offering members a discount on an 
important CPE tool: the General 
Audit Risk Alert Webcast — 2003- 
2004 Audit Season Preview and the 
Compilation & Review Risk Alert 
Webcast — Strategic Briefing. This 
material is absolutely essential for 
engagement planning, and we feel 
strongly that firms should take 
advantage of this information in 
their practices. For more informa­
tion, visit  and click www.pcps.org
on “Risk Alert Webcasts” under 
“Hot News.”
2004: The Year 
Ahead
A
s PCPS turns its sights to 
2004, we are eager to cre­
ate even more valuable 
programs and services for 
members. We welcome your input 
regarding which areas you could most 
use support in. We use data from the 
annual MAP Top 5 Issues survey as 
well as our triennial membership sur­
vey to help guide our decisions, but 
also depend on your first hand feed­
back. In addition to maintaining the 
strong programs noted above, in 





We are here to serve you; to succeed, 
we need your input. Please feel free to 
call us at 1 800 CPA FIRM or e-mail at 
pcps@aicpa.org to let us know what 
your greatest concerns are. From all of 
us at PCPS, we wish you a prosperous 
and happy new year!
Regards,
Richard J. Caturano
Chairman, PCPS Executive Committee
Letters to the Editor
The Practicing CPA encourages readers to 
write letters on practice management and 
on published articles. Please remember to 
include your name and telephone and fax 
numbers. Send your letters by e-mail to 
pcpa@aicpa.org.
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Performance of Review Engagements and 
Standards for Accounting and Review Services 
are available on line for comment.
The AICPA’s Accounting and Review Services 
Committee has issued two exposure drafts for 
comment. One of them, the proposed Statement 
on Standards for Accounting and Review Services
(SSARS) Performance of Review Engagements would revise SSARS 
No. 1, Compilation and Review of Financial Statements (AICPA, 
Professional Standards, vol. 2, AR sec. 100), to expand on previ­
ously provided guidance on analytical procedures, inquiries, and 
other review procedures; provide inquiries regarding fraud in a 
review engagement, and require representations regarding 
fraud in the management representation letter; and clarify and 
provide guidance regarding work paper documentation in a 
review engagement. Comments should be received no later 
than April 11, 2004.
PCPS, an alliance of the AICPA, repre­
sents more than 6,000 local and 
regional CPA firms. The goal of PCPS 
is to provide member firms with up-to- 
date information, advocacy, and solu­
tions to challenges facing their firms 
and the profession. Please call 1-800- 











or after Dec. 15, 2004.
The other proposed Statement, Standards for Accounting and 
Review Services, establishes a SSARS hierarchy. In addition, it 
addresses a technical correction to SSARS No. 2, Reporting on 
Comparative Financial Statements (AICPA, Professional Standards, 
vol. 2, AR sec. 200). The proposed statement will revise 
SSARS No. 2 (AR sec. 200.17, footnote 9) to conform with the 
guidance found in Statement on Auditing Standards No. 58, 
Reports on Audited Financial Statements (AICPA, Professional 
Standards, vol. 1, AU sec. 508. 74, footnote 29), as amended, 
which states that a successor auditor may name the predecessor 
auditor or if the predecessor auditor’s practice was acquired by, 
or merged with, that of the successor auditor. This proposed 
statement would be effective upon issuance. Comments should 
be received no later than April 11, 2004.
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